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Challenge: To better understand the central 
role higher education has come to play in the 
preparation of a skilled workforce. 



Ju S DEPARTMENT OF EDUCATION 
(r'rr F *».«•. i!o* a ! ?^p;.-c ,ro ipicnvf;"^"' 
EDUCATIONAL RESOURCES INFORMATION 
/ CENTER (ERIC) 

p This Document has been reproduced as 
reccved from the person or organization 
originating tt 

□ Minor changes r\ive been made to 
improve reproduction quality 

• Points of view or opinions stated in this • 
document do not necessarily represent 
official OERI position or policy 




Corporate Many firms an* now "coasting" taking 
Customers advantage of the surplus of college- 
educated workers without considering 
the future (|ualitv and availability of 
work-related education and training. 



Help firms recognize that investment 
in human capital will allow them to 
perforin best in global markets and 
that American business needs to help 
higher education avoid diminished 
public support and government 
regulation. 



Educational 
Suppliers 



Colleges and universities < ost too 
much, face the "hollowing out" of their 
credentials, and ha\e curricula ill- 
suited to the needs of non-traditional 
students, most of whom are seeking 
work-related training and education. 



Preserve and improve the \alue ol the 
college gree bv focusing on skills 
standards: like mam enterprises, seek 
out new markets, develop new prod- 
ucts, and satisfy the new demand for 
technical skills and work -connected 
learning. 



Workers 



Current labor market trends haw 
made it tougher to find and keep high- 
pa\ing jobs, e\en il worker* have a 
college degree. 



To progress hevond entrv -level jobs 
and compete for higher pav — particu- 
lar! v in technical fields — seek out 
access and support lor both general 
and job-skills training. 
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A Matter of Degrees: 
Workforce Changes and Higher 
Education 



For I .S, firm* tvud the workers thev rmplcix. \\\rvr is 
no turning hack: technology, international conipr t il ton. 
and the changing demand for higluv education have 
transformed the business pracl ices and eiuplov uienl 
patterns Americans once look for granted. The demise 
o{ mass production and advent of customized manufac- 
turing, the shift toward a service-based econom\. the 
emergence of new technical crafts — these trend* are 
reshaping die manpower strategies and work organiza- 
tion 4 >i nearly r\rr\ \meriean enterprise. 

The most dramatic consequences ha\e heen the 
downsizing and. in a few cases, the dismantling of 
Americas corporate giants. Following the 1090-92 re- 
cession, many large employers were persuaded, after 
more than a decade of delay, to reduce their workforces, 
closing plant* and offices while simullaneouslv nhan- 
doriittg unprofitable lines of business. Sears. (General 
Motors. IBM. and VIYCTare onl\ a few of the largo manu- 
facturing and service organizations dial have sought a re- 
turn to profitability by reducing the si/e of their 
enterprises. 

\\ hen a firm operates with fewer employees, each 
employe counts for more. Streamlining clearly works 
best u hen the linn can count on a core of w el I -educated, 
well-ltaiued. experienced employes. In the da\> of mass 
production, the nations manufaeluniig industries offered 
high school graduates steady, well- paving johs in 
exchange lor competent, reliable performance. Todav. 



the credential of choice most often is not a high school 
diploma hut a college degree, signify iug work readiness 
in terms of age and maturity as well as demonstrated 
problem-solving and comportment skills. 

Focusing specifically on the relationship between 
business and higher education, the follow ing discussion 
addresses three broad questions: 

• 1 low are current labor market (rends affecting the 
value o| a college degree? 

• \\ hat are the responsibilities of the nation's col- 
lege* and universities as principal educational 
suppliers of \iueriean firms? 

• What are the obligations of American firms as 
major "customers" of higher education? 

Labor Market Trends 

\s the number ol traditional, high-pay ing manufac- 
turing jobs has declined, high-wage employment has 
shdted to the service sector, where good jobs often 
depend less on manual dexterity than on aualvlie skills. 
Such jobs increasingly are held by college graduates: in 
1991. 5 million workers with high-paying service jobs 
were college graduates, as opposed to only 2.6 million 
workers a decade earlier. For an increasing number of 
lirms. both large and small, a degree from a reputable 
college or university functions as the donruanl screen- 
ing dev ice. a signal that a given job applies. nl possesses 
both the problem-solving abilities and the behavioral 
skills lo gel the job done. 

In the short term, \merican employers ha\e the 
luxury ol a buyer's market: the current surplus of college 
graduates, further enlarged by the downsizing of major 
lirms. allows employers to be highly selective in their 
hiring. Individual firms may take advantage of the ex- 
cess supply of skilled labor to reduce costs in two wavs. 
First, a linn may delay permanent hiring to contain the 
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c( isl of employee benefits, relying mi part-time and tem- 
porary employees until the ideal candidate — college- 
educated with prior work fxpcricncc and demonstrated 
competency in the required field ol expertise — arrives 
on the scene, justify ing llie erealinn of a permanent po- 
sition. Second, since experienced workers often re(jiiire 
le» training, a firm may cui hack or eliminate its own 
emplovee training programs in this was. training 
becomes a prerequisite for rather than a benefit ol 
employ ment. 

For \merican woikcis. the cumulative effects ol 
tliese trends has made it tniiglier to find and keep high- 
paving jobs. In man} cases, a college degree, while ab- 
solutely necessary, is no longer sufficient to ensure 
successful lifelong careers. To progress beyond entry- 
le\el jobs and compete for high-paying positions, par- 




Streamlining clearly works best when the firm can count 
on a core of well-educated, well-trained, experienced 
employees. 



licularlv those in new technical fields, main Americans 
need continuing access to job-related skills training. \s 
large firms continue to cut hack on employee training, 
mature as well as first-time workers must scramble to 
find, and finance, the training the) need to ad\auce 
within (me profession or switch to another. 

From the employer's perspeel i \ c. contraction is a 
necessary part of grow tli: cutbacks in training, like other 
streamlining measurer*, are intended to impro\e the 
firm's eompctiliv e performance in global marked. serv- 
iug in the long run not only to increase prolils. hut also 
to create and preser\c good jolts for American workers. 
This rationale for business modernization is now under- 
stood and endorsed by most major I .S. firms. Few. 
howe\er. have seriously considered the labor market im- 
plications. In an increasingly robust economy, the de- 
mand for skilled labor also will grow; those employers 
who now select their employees from a generous pool ol 
capable college graduates should be asking whether the 
nation^ institutions of higher education will continue to 
produce sufficient numbers of skilled workers to carry 
\merieau business into the twenty -first century. 

Educational Suppliers 

Kising demand lor college-educated workers will not 
neeessarilv lead to a commensurate rise in the \alue ol 
a baccalaureate degree. K\ en as a college degree has be- 
come an increasingly necessary credential (or winning 
good jobs, colleges and universities themselves have 
come under lire for costing loo much, for spending money 
in pursuit ol their own rather than the public 's interest, 
for supplying teachers who can't teach, managers who 
( an't manage, and graduates who lack fundamental lan- 
guage and mathematical -kilU. 

Meeting the educational needs ol \mcrican business 
will also require greater sensitivity to (hanging labor 
market** and enrollment imols. There was a time when 



collides anc! universities drew almost exclusively on 
"rite-of-passage" students — 1 1 i <xl 1 school graduate> seek- 
ing full-time enrollment in academic programs leading 
to traditional bac calaureate degrees. Todn\. the presence 
of higher education's "new majority" — older, often 
returning, students seeking lo combine work and learn- 
ing — is well recognized. 

Often o\erlooked. however, are important differences 
among students in the "nontraditional" pool — as well as 
differences in the nature of the institutions that have 
come to serve them. For some, the goal is to acquire 
specific skills training and/or certification, in some cases 
with employer assistance. Many worker-students, how- 
ever, pursue traditional college degrees as a means to 
improve their overall employment potential. 




Sooner or later, all types of workers— non-college-bound 
youth, rite-of-passage graduates, degree-seeking adult 
learners, mature workers upgrading expertise— are likely to 
need some form of job-related skills training. 



\\ hat the working learner too often discovers is that 
the rite-of-passage curriculum is ill-suited to their pro- 
fessional goals, life experiences, and job schedules. 
Based on a philosophy of "first things first." the standard 
undergraduate course of study presumes that most learn- 
ers are full-time students who can complete general 
requirements in two years or less. For the part-time and 
intermittent learner, however, getting these basics out of 
the way takes three or four years — too long for the work- 
ing learner to take on faith that, in the end. there w ill be 
a tangible link between work and learning. 

Working learners often require geographic mobility 
as well as flexible scheduling. Multi-campus public- 
um versity systems are in a good position to serve the new- 
majority through low-cost educational outlets that allow 
the ready transfer of credits from one branch to another. 
The inability of private institutions to offer standardized, 
transferable products puts them at a disadvantage: their 
prices to the consuming public are necessarily higher, 
w hile their geographic range is limited by single-caripus 
traditions and lack of capital to invest in the technolo- 
gies of distance learning. 

Sooner or later, all types of workers — non-college- 
bound youth, rite-of-passage graduates, degree-seeking 
achdt learners, mature workers upgrading expertise — are 
likely to need some form of job-related skills training. 
For workers in new technical crafts, including computer 
programmers, medical technicians, paralegals, and en- 
gineering technicians, training is especially problematic. 
As major high-tech companies downsize, abandoning 
service and training us compam hallmarks, a eaich-as- 
calch can market of training courses and programs has 
arisen. h»r the most part, technician training is provided 
b\ low-cosl vendors — community colleges, proprietary 
schools, nnd a lew vocational education programs — 
olieriiig certificates and credentials of uncertain value. 




In their role as principal educational 
suppliers of American firms, the nation'* 
colleges and univer*ilies a»r responsible 
for preserving the value of a college 
degree through rigorous educational 
standards and vigilant cost containment. 
They also ha\e an obligation to take job- 
related skills training serioush. not as a 
marginal activity but as a fundamental 
mission, deserving substantial invest- 
ment of time and talent as well as finan- 
cial resources. 

Corporate Customers 

If the shift in higher education 

markets appears to be irreversible, the The private sector's insistence on well-defined products in convenient packages 

educational needs— and. hence, strate- '« f ° rei 9 n to the curricular traditions of most colleges, which focus more on 

_ . . . educational process than measurable outcomes. 

gies — of American business are less 

taking advantage of the current surplus 
of college-educated workers without considering the fu- 
ture quality and availability of work-related education 
and training. In the long run, continuous upgrading of 
emplovee skills is critical to the success of the nations 
growing service eco.ioim. Those firms that recognize 
human capital a* their principal asset — that begin now 
to imest in the creation of a skilled, adaptable, nioli- 
\ated labor force — will perform best in a global market 
that demands rapid development of new products and 
services. 

For \ear*. Vmcrican firms ha\e purchased training 
services from college* and uni\ ersitie*. as well as irom 
commercial vendor*. \et higher education's share ol the 
total training market ha* remained surprising!) low. This 
failure to de\<*lop effectiw bu*iue>* partnership** 
reflect* long-standing communication problems as well 
as organizational barrier*. Colleges and uni\er*ities tra- 



ditionally seek to provide broad-based knowledge, 
while corporate customers typically are looking for job- 
specific competencies and problem-solving skills. The 
private sector's insistence on well-defined products in 
convenient packages is foreign to the curricular tradi- 
tions of most colleges, which focus more on educational 
process than measurable outcomes. 

In light of these problems, is it worth the effort for 
I ,S. firms to cultivate college* and un \er*itie* as major 
suppliers of education and training? Corporate leaders 
win) find themscUc* posing this question *hould con- 
sider the alternate es. If \merieun firm* di*tance ihem- 
sel\c> from higher education reform — di*regarding 
issue* of qualiU. affordabilih. and .^kill* training — the 
wiluc ol a college degree, like that of a high school 
diploma, could deteriorate, invalidating the vers 
credential on which employers have conic to depend. 
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A productive partnership between American business and higher 
education could preserve the foundations of learning while extendi 
the reach of work-related education. 



Tin- resulting \acumn in work-related education 
would likely trigger two sets of consequences. First, fed- 
eral and stale authorities would step in. regulating not 
just the rinaneial practices of colleges and uni\ ersil ie>. 
hut also what and how they leach. Second, a coiiunercial 
market ol (declronic suppliers. offering low -cost, com- 
petency-based alternatives to traditional classroom in- 
struction, could spring up virtually overnight. II" higher 
education fails In capitalize nil the lechnologv for inter- 
active distance learning, one or more electronics/ 
communications conglomerates could soon dominate the 
market for work-related skills training. 

Neither development would likely work to the advan- 
tage of \meriean firms. \ regulator) backlash could 
curtail the independence not just of higher education hut 
also ol the private sector, forcing individual firms to 
"play or pay" for mandated employee training. Kloe- 
tronie learning products also ha\ e a dow n side. Despite 
their promise ol low-cost efficiency, such programs loud 
to stress narrow job-specific c(»mpelencies at du- 
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expense of analy tic prohIem-sol\ ing skills long 
valued by prospective employers. 

In contrast to these alternatives, a produc- 
tive partnership hetween American husim\ss 
and higher education could preserve the foun- 
dations of learning while extending the reach of 
work-related education. Rather than dealing 
with a chaotic market of electronic learning 
products and commercial vendors, many firms 
would prefer to work with a familiar sv stem of 
educational institutions. 

Some firms and some colleges already have 
eslahlished the necessary market relationships 
that cast schooi> as suppliers both of indiv idual 
and specialized programs and firms as their 
mmm customers. Many community colleges, for ex- 
ample, have drawn on their experience as cus- 
tomer-driven institutions to forge strong, mutually 
henelicial links to the business world. Other public col- 
leges and universities could soon follow suit. Although 
it would be a difficult task at first, major employers and 
perhaps even groups of employers could lake adv antage 
of public subsidies to make bulk purchases of educa- 
tional sen ices lor their employ ees — an educational ver- 
sion ol health care's managed competition. liven small 
private colleges could overcome their lack of geographic 
range and investment capital by tailoring programs to fit 
specific markets. One intriguing possihilitv is the 
creation ol a geographically distributed network of insti- 
tutions that band together to become a "pri\ ale svsleni" 
ol cooperating educational outlets. 



Conclusion 

\meriean firm** are not in the business of education. 
(Concerned, lor now. primarily with downsizing their 
workforces and increasing their market share, most com- 
panies are imvv illing to inv est in the education and train- 



ing of their empioxees. particularly when an ample stip- 
o( college graduates appears to he waiting in the 
wings. Inherent in this assumption is a false sense of 
seen a reassuring misporeopliou that the educational 
estahlishmeni will take care of itself. Kquallv dangerous 
in its own wax is the currency ol an all-or-nothing uien- 
talilv: the notion that anx significant change in work- 
related education would he prohihitixclx e\pensi\e lor 
euiplo\ci<. diverting \alnahle time and resources from 
the actual luisiness of production. 

The truth is that \merican firms cannot afford not to 
invest in the long-term qualilv of the lahor force: hut 
those investments need not hreak the hank. Three rela- 
tive!) small steps could make a hi*? difference in the 
I ul ure character ol work-related education. Kirst. I ike all 
{rood consumers, employers can influence the market 
through selective chopping. In the years ahead, indi- 
vidual firms need to he tough ..ud exacting customers of 
higher education — clearly dHining and communicating 
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Firms too often indulge in the assumption that significant 
change in work-related education would be prohibitively 
expensive, diverting valuable time and resources from the 
actual business of production. 



their need:*, insisting on quality sen ices, rew arding and 
.supporting suppliers that deliver what is required. 

Second. American firms need to guard against a "hol- 
low ing out** ol the college degree. One way to preserve 
and impro\c the \alue of the credential is to focus on 
skills standards, making suit* the curriculum of preferred 
educational suppliers incorporates precisely those skills 
that the workplace requires. In lime, the private sector 
could e\en he inllucnlial in promoting the development 
ol portahle. standardized credentials, firmly based on na- 
lionw ide oeeiipational skills standards and w idolx acces- 
sihlc through institutions of higher education. 

Third. American luisiness need* to help higher edu- 
cation avoid the twin threats of diminished puhlic sup- 
port on the one hand and go\ eminent regulation on the 
oilier. The last recession demonstrated just how easy it 
can he to cut appropriations lor puhlic colleges and uni- 
versities without fear of political relrihutiou. As puhlic 
ad\ ocates (or higher education, \merican firms not only 
must counteract growing condenina'ion of the nation's 
colleges and uni\ ersities. hut also must encourage indi- 
\idua! institutions in their efforts at self-reform. 

\\ hen push conies to sho\e. can higher education 
meet the demands of a changing w orkforce and a chang- 
ing economy ? One school of thought says that American 
colleges and universities already are heing niarginal- 
i/ed — that they now count for less heeauso their prod- 
ucts ha\e failed to satisfy the demand for high-quality, 
allordahle. work-related education and training. Other 
ohsenors point to the tenacity col leges and unix ersities 
historically haxe shown when securing their own eco- 
nomic survival. Rising to the challenge, colleges and 
universities could hecouie more like other \ineriean 
enterprises — seeking out new markets. developing new 
products, and satisfx ing the new demand lor technical 
skills and work-connected learning. 

— Robert Zvmskx and Pvnnt v Ocdvl 
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Announcing EQW Policy Statements 

The National Outer on the Educational Qualitv of the Workforce 
is pleased In announce the cr< atiou of a new KQW publication: < 
EQW Polky Statements, authored U\ the EQW National Advisory 
Board, which svnlhesi/.e the Outer's research findings and offer 
policy recommendations based on those findings. The first essav. 
"Making Good Jobs for Vuiujj People a National Priorit \ will be 
released short!) and tackles the proldeni of meaningful and sus- 
lained voulh employment. The next EQW Policy Statement, tenta- 
tive!} tilled "Private Matters. Public Policv." will explore the 
inleraelioitnf omplover practices and skill demands in the economv. 
Other essavs will eo\ er the growth of the leehnieal workforce as well 
a> the uncertain measurement of training and its ride as a gauge to 
measure the nation's investment in human capital. 



The National Center on the 
Educational Quality of the Workforce 

EQW is a partnership between cine of this nation's premier 
haziness schools and one of its leading graduate schools ol educa- 
tion. Established bv the I nivoi'silv of Penirsv Ivanin's \\ harton School 
and (iraduale School of Indication under a cooperative agreement 
with the I .S. Department of Education. EQW s program of research 
and policv aualvsis takes as its principal challenge the renewal of 
\merican competitiveness through leveraged investments in die 
qualilv of the nation's workforce. 

The EQW research agenda focuses on Jour hroad questions: 

1. \\ hat do eniploveis need to know to better use the skills their 
workers bring with them and acquire in the workplace? 

2. Mow can schools and oilier providers become more cflcc live sup- 
plier** of skilled and disciplined workers? 

How can workers develop more complete skills portlolios that 
combine the competencies and disciplines a product iv e economv 
requires? 

\. \\ hat is the best role for public policv in the development ol a 
work-related education ami training market that elTicicullv links 
consuming firms. Mipplv ing schools, and educated workers.' 



The Research Connection 

Kaeh EQW ISSI ES grnvvs out of the (Centers linking of research 
and practice. The process involves the identification ol a kc\ issue 
or problem and the investigation, through research, ol its solution. 

The research for this issue included the following: 

/eue*kv. UoborLand Peunev Ucdcl. 1 1 )*> 1 . "Higher Kducalion 
and the Changing Nature of the \mericau Workforce — 
U espouses. Challenges, and Opportunities.*' Philadelphia. 
P\: National Center on the Kducalional (Jualilv ol the 
Workforce. 



The EQW National Advisory Board 

KQW is advised bv a ten-member national panel 



Ualph Saul. Chair 
Former Chairman of the 
Hoard 

CIGW (Corporation 

Fletcher Byroiu 

Former CV.O 

Koppers Company. Inc. 

Thomas Khrlich 
Former President 
Indiana I nirersity 

Peter llarf 
Chairman and CFA) 
./(>//. \. lienchiser Croup. 
Cevmans 

Thomas I.angfitt 
President and CEO 
The Clenmede Trust 



Martin Mevcrsun 
President Emeritus and 
I nirersity Professor 
/ nirersity of Pennsylvania 

Shanu O'Mallev 

Chairman and Senior Partner 

Price Waterhouse 

Thomas Payzanl 
Superintendent of Schools 
San Diego. California 

Donald Stewart 
President 

The College Board 

Vishio Terasawa 
Member 

The House ofCounrillors* 
japan 



EQW ISSUES is a publication of the National Center on the 
Educational Quality of the Workforce, sponsored by the 
Office of Educational Research and Improvement, U.S. 
Department of Education. 



Robert Zemsky 
Co-director 
Ann Duffield 
Director of 
Communications 



Peter Cappelli 
Co- director 
Maria lannozzi 
Editor 



The EQW Publications Catalog offers a complete listing of the 
Centers available materials accompanied by descriptions of 
each publication and abstracts of published research find- 
ings- To request a catalog, write to EQW, University of 
Pennsylvania, 4200 Pine St., 5A, Philadelphia, PA 19104- 
4090 or call the Education Line, 1-800-437-9799. 
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